A call for action 
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We urge all Canadian business leaders, chief 
executive officers, presidents and business own- 
ers to implement immediately a formal action 
plan for Year 2000 preparedness—if they have 


not yet done so. 


Firms that are prepared for the Year 2000 
computer challenge could gain a significant 
competitive advantage in the marketplace at 
home and abroad. Those that are not prepared 
could inflict business losses on themselves and 


on others. 


We urge those firms actively pursuing their 
Year 2000 formal action plans also to enquire 
into the preparedness of their key domestic and 
international trade partners, and to plan 


accordingly. 


Correcting the Year 2000 problem now is a 


The Honourable John Manley, Minister of 
Industry, invited the Chief Executive Officers 
from major Canadian industrial sectors to 
become members of Task Force Year 2000 and 
to assess the state of preparedness of the 
Canadian private sector in dealing with the 
Year 2000 computer challenge. They were also 
asked to provide leadership and advice on how 
to reduce the Year 2000 computer risks and to 


create competitive opportunities. 


On January 1, 2000, the Year 2000 problem 
—known as the millennium bug—could 
affect any computer and any kind of data- 
activated device such as the embedded tech- 
nology used in production, maintenance, field 
operations and telecommunications. There is 
also a good possibility that the effects will be 
experienced before the Year 2000—in either 
case, costly errors or computer failures will 


result if no action is taken. 


The Canadian business community is far from 
being ready. A survey of more than 2000 firms 
conducted by Statistics Canada indicates that 
although nine out of 10 firms are aware of the 
issue, only half are taking action. Of those 
taking action, only one in 10 has put a formal 
action plan in place. The countdown has started 
and the deadline is fixed. The Year 2000 


problem is serious and urgent. -- 


Executive Summary 1 


According to the Conference Board of 
Canada, well prepared firms will enjoy signifi- 
cant competitive gains over those that are not 
prepared. But because all companies are linked 
to business associates, customers and suppliers, 
they are also at the mercy of systems failures 
occurring elsewhere. Their businesses and the 
whole national supply chain are vulnerable. 
Well prepared firms should, therefore, actively 
enquire into the state of preparedness of their 
key trade partners and plan accordingly. The 
problem, moreover, goes beyond national 
borders and close attention must be paid to 
international trade relationships, especially 
with the United States, our largest trading 


partner. 


Based on the experience of Task Force members, 4 
preparing for the Year 2000 is expensive, 3 
time-consuming and labour-intensive. It takes — 
resources away from more productive invest- 
ments. The availability of specialized skills is 
becoming scarce and increasingly costly. There 
are no economic or financial advantages to 


waiting; the contrary is clearly true. 


Task Force members have compiled a collec- 
tion of their experiences with the Year 2000 
remediation process. They hope that by sharing 
lessons learned on the project, they will con- 
tribute to reducing national costs and will 


help other firms accelerate their preparedness. 
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Year 2000 Formal Action Plan 


A formal action plan for Year 2000 preparedness 


usually involves the following steps: 
¢ inventory of all systems 

* assessment of systems 

* conversion or replacement 

* testing 

* contingency plans 


¢ key partners’ preparedness 


The implementation of this plan should give 
due consideration to the complex and multi- 
faceted legal obligations and potential liabilities 
of businesses in Canada concerning Year 2000 
readiness. It is largely a matter of corporate 
governance and businesses need to determine the 
nature and extent of their specific commercial, 
professional, industry and regulatory obliga- 
tions—and then design and implement their 


plans accordingly. 


The solution to the problem requires a systematic 
approach that is appropriate for each business 
and involves a multifunctional action plan. 


This may include: 


e the leader of every business taking an 


active role; 


* empowering a Year 2000 program with 


leadership from a strong senior executive 
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leader and communicator, the executive 


committee and the board; 


creating a Year 2000 Executive Steering 
Committee and Program Management 
Office, with the firm’s most competent 
managers who understand both the tech- 


nological and business issues involved; 


involving all key business units and corporate 
services in the Year 2000 Executive Steering 
Committee and Program Management 
Office. The trade-offs associated with 
remediation efforts require the co-operation 
of the whole corporation: finance, sales, 
production, maintenance, corporate support, 


legal and information technology, etc.; 


formally approving a corporate Year 2000 
action plan and an adequate budget which 


is periodically reviewed; 


seeking the advice of experienced external 
professionals to address Year 2000 preparedness 
issues—especially in the case of small and 


medium-sized businesses; 


seeking specialized legal Year 2000 expertise 
and support in order to understand the 
Year 2000 duties and obligations of a firm 
and its directors and officers, including 
prudent actions to maximize the Year 2000 


performance of customers and suppliers; 


Task Force Year 2000 


conducting a legal due diligence review and 
an assessment of legal rights, obligations 


and liabilities; 


conducting a systematic review and assess- 
ment of risk management issues, including 
assessment of insurance coverage and con- 


tractual indemnities; 


liaising with governmental regulators and 


relevant public-sector agencies; 


assessing whether the business has sufficient 
in-house technology capacity and technical 


expertise; 


managing the human resources necessary 
for the Year 2000 program, whether staff or 
contractors, to maximize commitment and 
retention, and to effectively deal with the 
worldwide shortage of specialized skills that 
is rapidly developing; 


conducting due diligence investigation 
with respect to internal resources and 


external circumstances; 


recognizing the potential impact of embed- 
ded chips in production, process control, 
transportation, security, and communica- 
tions system equipment on costs, and the 


difficulty of correcting this problem; 


converting or replacing the highest business 
value systems, but not overlooking non- 


computer systems, such as business forms, 
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information technology outsourcing 


strategies, etc.; 


* testing extensively converted, replaced or 
existing systems considered Year 2000-ready, 
on the understanding that testing may con- 
stitute 50 percent or more of the overall 
effort and that it must be adequately 


resourced and monitored; 


* communicating with and paying close 
attention to all business links with cus- 
tomers, suppliers and intermediaries to 
monitor their Year 2000 progress, to offer 
assistance where needed, and to be able to 


terminate unsatisfactory relationships; 


e managing the external technology and 
service providers that are necessary to 
create and implement practical and remedial 


Year 2000 solutions; 


¢ developing contingency plans to help 
ensure that interruptions of key business 
activities resulting from systems failures 
are minimized or eliminated, whether they 
are internal systems or the systems of key — 


customers or suppliers. 


Building Synergies 


Based on an international review of best 
practices carried out by the Information 


Technology Association of Canada, the Task 
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Force identified a number of Canadian private 
and public institutions which are in a position 
to provide support to this national priority. 
Some of them are already acting, others are 


invited to join in. 


Private and public lending institutions, insur- 
ance firms, auditors, securities commissions 
and public regulators can draw the attention 
of their constituencies to the need for a formal 
action plan on Year 2000 preparedness. 
Government preparedness at all levels is also 
essential to the national supply chain and 
must become more transparent to the public 
and the business community. The assistance 
of federal parliamentary standing committees 
and their provincial counterparts is also 


sought to enhance public scrutiny. 


A $4-million communications strategy devel- 
oped by the Task Force will initiate activities to 
encourage the private sector to act now. 
National, provincial and regional business asso- 
ciations are being requested to sensitize their 
members to the importance of preparedness. 
Individual Canadian businesses are also invited 
to join the campaign through their advertising, 


marketing programs and media relations. 
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The Countdown 


The Task Force will meet again in May 1998 
to measure the progress achieved in industry 
preparedness and in the implementation of 
Task Force recommendations. We trust that 
the Canadian business community will 


respond to the call for action. 


Today’s business leaders must exercise foresight 
and wisdom to help Canada enter the 
millennium as one of the most competitive 


and successful economies in the world. 


Canada’s economy and our continuing pros- 
perity depend on our preparedness. The Year 
2000 computer challenge is a national priority. 


For more information 


Call toll-free: 1-800-270-8220 

(08:00 to 20:00 EST Monday to Friday) 
or visit our Web site: 
http://strategis.ic.gc.ca/sos2000 


The toll-free number for the Telecommunications 
Device for the Hearing Impaired is: 
1-800-465-7735. 
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Topics of Interest 


Year 2000: Sharing CEO Perspectives 
and Executive Summary 


http://strategis.ic.gc.ca/sos2000 


Guidance for Directors—The Millennium Bug 


http://www.cica.ca 


Guidance material from ITAC 
http://www. itac.ca 


January 1, 2000: Crisis or Opportunity 
http://www.conferenceboard.ca 


Viewpoint 
http:/Awww.conferenceboard.ca 


Year 2000: Risk Management and 
Contingency Planning 
http://strategis.ic.gc.ca/sos2000 


Year 2000: Technology Checklist for 
Small Business 
http://www.cfib.ca 


Year 2000 legal issues 
http://www.cba.org/abc 
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RECOMMENDATIONS 


1. A formal action plan for Year 2000 preparedness, 
if not already in place, should be immediately 
implemented by every business leader, chief 
executive officer, president and business owner. 
This plan should include, at a minimum: 

e inventory of all systems 

° assessment of systems 

° conversion or replacement 
e testing 

© contingency plans 

e key partners’ preparedness 


2. Formal action plans and progress reports 
should be made available by all trade partners 
associated with the Canadian national supply 
chain, with due consideration to the particular 
commercial and legal circumstances of each 
business. 


3. All lending institutions, whether federally or 
provincially regulated, should immediately 
require the availability of a formal Year 2000 
action plan from corporate borrowers as a 
prerequisite for loans, with a target implemen- 
tation date of April 1, 1998. 


4. 1) The insurance community should provide its 
corporate clients with early notification of the 
importance of the Year 2000 issue and of the 
requirement for the availability of a formal 
Year 2000 action plan. 
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2) The insurance community should make the 
issuance/renewal of an insurance policy contingent 


on the availability of a formal action plan. 


5. The Canadian Institute of Chartered 
Accountants should finalize and publicly dis- 
tribute its two guidelines regarding financial 
Statement disclosure of Year 2000 issues on 


an urgent basis. 


6. 1) All securities commissions, during 1998 
and 1999, should review at a minimum a 
20 percent representative sample of annual 
reports of the companies they regulate to 
determine if, in fact, companies reported on 
Year 2000 issues in their management discus- 
sion and analysis (MD&A), and to assess the 
appropriateness of the disclosure. 


2) All securities commissions, either as a matter 
of regulatory mandate or administrative policy, 
should promote Year 2000 preparedness as a 
consideration in the due diligence process 


associated with mergers and acquisitions. 


7. National, provincial and regional associations 
should immediately take a more proactive 
awareness and support role on Year 2000 
preparedness and publicly report on initiatives 
taken, if they have not yet done so. 


8. The Business Council on National Issues should 


address the Year 2000 challenge, and particu- 
larly its effect on strategic Canada/US business 
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linkages. The focus of such a bilateral initiative 
would be on mission-critical economic sectors 
and issues. 


8. 1) All businesses, in their public communications 
and marketing campaigns should: 


a) promote the implementation of the recom- 
mendations formulated by the Task Force to 
both private- and public-sector authorities; 


b) aggressively reach out to the various com- 
ponents in the supply chain, demonstrating 
that they are preparing for the Year 2000 
challenge and are expecting the same involve- 
ment from their trading partners. 


2) All national media should continue to 
address and communicate issues that are 
related to Year 2000 preparedness in Canada. 


10.1) The House of Commons Standing 
Committee on Public Accounts should continue 
to scrutinize the evolution of the state of 
preparedness of federal government systems. 


2) Provincial legislative bodies should initiate 
a similar transparent process through which 
provincial institutions would report regularly 
on progress achieved. 


3) Provincial authorities should ensure that 
municipal authorities put in place transparent 


reporting mechanisms. 


4) Municipal authorities should take the 
initiative to immediately implement transparent 
reporting mechanisms. 
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11. 


12. 


13. 


14. 


14 


All levels of government should require their 
lending bodies/programs to make the 
existence of a formal Year 2000 action plan a 
condition for securing grants, contributions, 
loans and loan guarantees, where applicable. 


Before introducing legislation or regulatory 
changes, all levels of government should 
consider the impact they may have in terms 
of reprogramming information systems and 
diverting resources away from Year 2000 
preparedness efforts. 


Regulators at all levels of government should: 
1) complete, by April 1, 1998, an assessment 
of the impacts that Year 2000 computer 
failures in their regulated industries would 
have on their regulatory objectives; 


2) revise, where appropriate, their compliance 
assessment procedures; and 


3) exert, wherever possible, moral suasion on 
the importance of Year 2000 preparedness. 


The governments of Canada and Quebec 
should adopt immigration laws, regulations 
and policies to create a specific category of 
temporary employment authorization permit- 
ting persons with specialized Year 2000 skills 
and experience to work in Canada exempt 
from the employment validation process, 
thereby permitting foreign workers to secure 
such temporary employment authorization 
directly at a port of entry. 
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15. The federal government should consider 
introducing revenue-neutral tax 
encouragement measures with a primary 
focus on small and medium-sized enterprises 
(SMEs) as early as possible. 


16. In all jurisdictions, government departments 
and agencies that are in a position to influ- 
ence businesses should disseminate and 
facilitate access to Year 2000 information and 
support services, including Task Force material. 


17.1) Canadian and provincial legislative bodies 
should hold public hearings, inviting national 
or regional associations, relevant government 
authorities and others able to exert influence 
on the private sector, to report on their 
efforts to encourage their constituencies to 
meet the Year 2000 challenge with formal 
action plans. 


2) The Task Force report and recommendations 
should be brought to the attention of the 
Prime Minister and the provincial premiers. 


18. Statistics Canada should be requested to 
repeat its survey of preparedness in April 1998, 
in order to provide the Task Force with an 
opportunity in May 1998 to assess the 
progress achieved, both on the state of pre- 
paredness of Canadian businesses and on the 
timely implementation of its recommendtions 
to that point. 
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